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ABSTRACT 

In this speech, the author discusses the sources of 
revenue for public education and the methods of distributing funds 
for its financing. The discussion is based on the underlying premise 
that equalizing educational opportunity is desirable. The author 
points out trends in educational legislation and common philosophical 
points of view on school finance, examines the causes for rising 
costs in education, assesses the adequacy of foundation programs 
using the Utah case for illustration, and looks at the various 
options for school district organization. The document lists concerns 
to be examined as changes are considered in the financing of public 
education. The document concludes with discussions on the federal and 
business roles in education and educational accountability. 
(Author/DN) 
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US OCfAMTMCNTOr HCAiTH. 
COUCATtOMAWELFAMt 
NAltONAL iMtTlTUTC W 
COUCATfON 

THIS DOCUVEN'T HAS H« E N Mf PHO 
DUCED EKACTLV AS »^eCE»VeO » «OA.\ 
THE PC»IS0l*4OH OHGANl/ATIOI^QHlCilN 
ATll^G IT POINTS OF VIEW OR OPINIONS 
STATED DO NOT NECESSAHlLV «EP»E 
SENT orFlClAL NATIONAL »NbT<fuTC Or 
FDUCATION POSITION OH POLlCr 

FOR Rr:L^:\sa upc:;. DaLiV/:? ^ 



I appreciate tho opportuaity afforded r.9 to discuGS schoDl finance pronrwns and probleTTM^s 
undor tho titlo "I'ev i-ethods of Financing i^jblic iiiucationi" As I conteriplatod the content 
of this SLoec.'i I concluded that tho titlo gavo rjo at least throe altomativos: (1) to 
dincui^s the sources and rosources as r.ethods of financir,^ educationj (2) to discuss the 
application of tho:no resources to foir;ulao for distribution of funds as r.othodn of 
financin.-- education; (3) to corr.bino the tvot 

An you vill readily see as tl:e body of this speech is analysed, I havo chosen option 
number throe— to diccuss sources of revenue and ncthods of distribution. Hopefully, by 
combining; the t\.o tiics topic is broadened to provide greater interest and covora^e* 

School finance iv^ beconin,^ an incroarda'^ly in portent issue as educators > loijislators^ 
govvsrnr.ontai o.rflcial3, lay citir-en:^, and even students, contoniplatG how best to rin.?jice 
pronrnj:i3 in tl:e public schools. Incroasin;;: pressures for equalisation of school finance 
forsnulna h!;vo cr,us3d a robii'th of the notion that all ciiildren ai"e entitled to a couud 
education* 

Quotin^T .r'ron tho Fleisr::r.ann Report School Fin rrnce ;, Torrard Hau'ilit?/ of Qr)T3o rtun\ty ve find 
the philosor>liy of ^^errano and ?lodriquo:; panonount: 

It is rcpioHont to th.o idea of oqucil educational opportunity that the quulity of 
a child education, insofar as that education is provided thiw?-h public fundsj^ 
Is detert.lnod by accidoutri of birth, voolth, or g^^o.-^raphy; that a cMld irho lives 
in a poor district is, by reason of that fact alone, entitled to lo-wor public 
inventi.ioiit in iiis edacr.tion than a child in a rich districts It is unconscionable 
that a p:>or r.an in a poor district nust often p.iy local ta^^f^s at higher rates for 
the inferior education of his Ciiild thfiu the luiui of Means in a rich district pays 
for the su^jrior education of his ciiild. Yet, incrt^dibly, that is tho situation 
today in r:0Tt of the states, o • • (p«57) 

Ko3t people c^^rce on the laarits of oqualizini: educational op?ort.unity but foi; a.:iree on 
tho specific sources of revenue to be used, the distribution pattern as it relates to 
providing equality, or tha e;;tcnt to which the local. 
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state and federal governments should participate in financing education. Most 
people also agree that tne ultimate source of revenue for financing education 
is the people v/hether it De individual, group, or corporate taxation; but the 
percentage of each and the best method for extracting the money from tliat source 
/ continue to remain' illusive. 

There do appear to be some trends in financing public education which 
are observable in states with recent enactments of school finance laws. It 
should be emphasized that the following are not common . to each state finance 
program, but are seen as trends as state programs are .analyzed: 

(1) A greater state assumption of school costs which tends to reduce 
the excessive reliance upon the property tax. 

(2) A lessening of the range of expenditure variation among districts. 

(3) Greater equalization of tax burdens among districts. 

(4) Allocations o% educational resources in relation to educational 
need. 

(5) Adjustments of state aid in proportion to cost of living. 

(6) State assumption of some or all construction costs. 

(7) Reform of property tax structure. (Phi Delta Kappan, December, 1973) 
Some comnon philosophical points of view seem to be finding their way 

more and more into school finance discussions. 

(1) The federal, share of financing public education should be at least 
one-third. (That is a long way from the current seven to eight per cent.) 

(2) States and local governments should have a balanced tax system. 
Few definitions are available as to what constitutes balance but it is presumed 
that balance relates to combinations in appropriate amounts of property, sales^ 
income and other major taxes and to applications on a broad basis so as to obtain 
maximum revenues from a variety of sources. 

(3) There should be great reductions in the inequalities and disparities 
among and within states. These disparities show up in several ways: (a) disparity 
in the ability to finance education and other service (b) disparity in need, 

(c) disparity in cost, (d) disparity in effort, which may be a direct result of 
the inclination of the people in a specific locale; such disparity may also result 
from frustration or from unfavorable state finance programs which discourage 
effort. 

Difficulties arise in financing education when the factors mentioned 
above get out of balance. Certainly the federal share and method of financing 
education provide imbalance. The amount of federal money available is v/oefully 
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shortof what it ought to be and also the kinds of programs for v/hich money is 
provided at the federal level reflect special interest legislation and for the 
most part the method of distribution violates sound principles of school finance. 
Most state school finance laws provide imbalance in that they rely excessively 
upon one tax at the expense of the other or their property assessment ratios 
bear little resemblance to equity. Most school finance programs recognize 
disparities but do not recognize all of them or tend to trade off one against 
the other. 

Inequality, frustration brought on by an inability to solve school 
finance problems, a growing disenchantment of the public with public education, 
political expediencies, and many other factors have given rise to the current 
demand for school finance reform. However, the chief and basic cause for the 
sudden flurry to do something about school finance is the rising cost of education. 
Authorities genei^ally agree^that rising costs come from three sources: (a) increasing 
school enrollments (generally, but certainly not specif ical ly, that factor is 
becoming less and less important; however, if your state is like mine, falling 
school enrollments are destined to be brief and enrollments will begin to rise 
again in the next five years); (b) inf 1 a tion {it is likely that past experiences 
with inflation have been mild compared with what is on the horizon); (c) needed 
imp rovemen ts in the quality of programs (the need for quality in education programs 
.is long overdue. Programs based on student need with ample resources to support 
those programs in tfie interest of filling that need are largely just in the talking 
stages in most parts of the country. Except in possibly a few lighthouse schools 
there do not exist programs which consider unique needs of all students or for which 
sufficient resources exist). 

Foundation programs among the states have served an extremely useful 
purpose. Providing minimum educational programs to every child in the state has 
been a goal worthy of attainment; yet minimum state-supported programs have been 
recognized by many communities as perpetrating inferior education programs* Some 
have moved individually and aggressively to improve their programs which has 
provided inequalities among districts and states in the nation. Appropriate 
financing will not occur until every district is accorded the opportunity to 
produce a program in excess of its state foundation limitations and the state 
recognizes that effort by supporting it with incentive grants. If disparities 
are tc be overcome incentive grants in the states must be sufficient to move the 
people in local districts to v/ant to make greater effort to finance education 
and they must be deterniined ^by effort in relation to ability, cost and student 
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As indicated foundation programs have been popular and have served 
well for the past four or five decades, but in terms of quality education they 
have been grossly oversold. The adequacy of the foundation level seldom can 
be defended in terms of quantity or quality of education but some of that 
inadequacy is not related to the amount of money available. Some of the problems 
generated by the foundation approach to financing education lie in low local 
standards and expectancy of education, unsatisfactory school district structures, 
unimaginative budgetary decisions and inept management, and lack of local effort 
to determine quality education and to finance what is needed. But foundation 
programs have been subsidized by special grants and categorical programs to 
overcome inherent deficiencies. These specialized programs have eroded the 
foundation concept and generated inequality among districts. Such inequality 
in many instances is directly related to the non-monetary inadequacies of 
foundation programs. It takes little imagination or research to show that 
those school districts in which the people had a high expectancy of education, 
where administration was forward looking and the organization and management 
operated on up-to-date principles, and where people were willing to make unusual 
effort special and categorical funds were obtained out of proportion and where 
this was not possible they were utilized more appropriately and profitably. 
Districts with low education expectancy and unimaginative educational leadership 
didn't receive their share of categorical monies. 

^ In my own state, despite tremendous efforts at equalizing, and educators 
and legislators who are constantly on tlie alert for better programs, the school 
finance program has many missing parts which deter it from meeting basic criteria 
for equalizing educational opportunity* I want to discuss briefly some of our 
shortcomings to illustrate philosophical points made earlier. I use Utah as an 
example because I know it best and I believe our problems may be transferable 
to most any other state. 

Historically, Utah has maintained the philosophy of equal educational 
opportunity for every child, regardless of economic status, geographic location, 
or special personal characteristics. In practice, however, the state has fallen 
short of this ideal. Complications in connection with distribution unit definitions, 
special allowances, and categorical program monies have created unequal dollars per 
student among the (districts. Federal programs aimed at specific target populations, 
without regard for the financial ability of the district in which that population 
resides, have "disequalized" state efforts. 
^ Equfil educational opportunity does not' imply uniformity of curriculum 
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or financial expondi ture . To the contrary, equal opportunity requires expenditures 
in relation to specific needs as determined by student characteristics and 
geographic locations of school units to guarantee student advancement in personal 
and academic goals as well as preparation for life's v/ork. The goal of equal 
educational opportunity cannot be achieved by providing standard and uniform 
programs for all students. Variations in need are expressed between and among 
such target groups as rural and urban; handicapped, "normal," and gifted*, children 
whose home and cultural background points to a need for compensatory education 
and those whose life experiences indicate a reasonable assurance of success; and, 
pupils whose goals in life require differences in programs, e.g., vocational v. 
college bound. An additional variation in program need as related to expenditures 
lies within eacii progy?am such as science compared to social studies and between 
levels of education, ile., elementary, secondary, and post-secondary. 

A concern in Utah which has continued to raise questions on school 
finance is that connected v/ith how best to organize the state school system for 
maximum service to patrons while maintaining equilibrium in economic effort. This 
problem manifests itself in school districts that are either too small, too large, 
or poorly located or poorly organized with respect to access to services. Of 
equal concern (|)articul arly since sources of revenue and revenue itself are not 
inexliaustibl e) is the problem of cost-benefit analysis of programs, which, if 
, available, would permit the state to determine program priorities on a fixed level 
of income or to ascertain the kinds of programs most susceptible to increased 
benefit when now and additional rnonies are to be allocated to education. 

Concerns which are almost perpetually with us and which must be addressed 
as we look at changes in financing public education are the following: 

(1) An identification, measurement and interpretation of differences in 
educational need among students. 

(2) A deliberate attempt to relate variations of educational need to 
the ability of a school district to finance appropriate educational programs so 
that state equalization may have a greater impact. 

(3) A search for target populations which possess or may develop a 
unique need for special kinds of programs. 

(4) A recognition of cost differentials among various typos of programs 
within each target group and among levels of education. 

(5) A determination of kinds and types of incentive measures to bring 
about greater efficiency and economy considerations as well as to encourage 
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greater financial effort at the local and state level. 

(6) A projection of balance betv/ecn financing foundation or 'Vegular" 
programs and programs of a categorical nature. 

(7) A determination of an appropriate ratio betv^een expenditures for 
direct instructional programs and those necessary support areas, including school 
plant and transportation expenditures. 

(8) A probing of means to effectuate cost^-benefit analysis which would 
permit priorities to be set and selections to be made of alternative programs for 
attaining the goals and purposes of education. 

(9) A means of finding sources for and allocating more funds to education. 
(10) A metliod of using all resources to equalize educational opportunity, 

including federal dollars for education programs. 

Most school finance authorities suggest only three alternative actions 
dvaila[)1e to states to meet? requirements of equal educational opportunity: (a) 
complete state financing, (b) reorganization of school districts and subsequent 
formation of larger administrative units, (c) revision of the state's current 
finance forn^ula to provide greater equity in the distribution of funds to local 
school units. WiiCther these are the total number of factors that should be 
considered is subject to conjecture* IJonethel ess , most states would find that 
(a) and (b) are not as easy to accomplisfi as is item (c). Wfn'le full state 
funding may be dcsircvble in many places it also has its drawbacks and is not 
generally politic^illy poiHilar for one reason or another. Proponents see it as 
a means of bringing equality of educational oppoi-^tunity and a shifting of tax 
burdens from the local property owner to a broader base avail aDle at the state 
level o Others see it as a forerunner to one single school district in the state 
and as a means to deal the final death blow to local control and to basic public 
interest in tfieir schools. As for reorganization of school districts and 
subsciquont formation of larger administrative units the same fears are used to 
politically destroy efforts. So what basically remains as a viable means of 
improving school financing is to revise the staters current formula* If you 
are fortunate, as we were in Utah, a complete revision is possible; if not old 
programs are patclied to provide greater equity. 

in a 1971 publication, the National Educational Finance Project concluded 
that if the American dream of quality education, for all the nations children is to 
be met then the policymakers and concerned citizens, which should include everyone, 
must ask themselves some searching questions: 

(1) What educational programs and services will be funded in the state's 



school finance plans and for Wfioni will these programs be provided? 

(2) Will state funds be apportioned on the flat grant basis which 
ignores differences in the wealth of local school districts or on the equalization 
basis which provides n^ore state funds per unit of educational need to poorer 
districts than to richer districts? 

(3) Will necessary variations in unit costs of different educational 
programs and services be recognized or ignored in allocating state funds on 
either the flat grant or equalization basis? 

(^) V/hat proportion of school revenue will be provided by the state 
and what proportion froni local sources and what proportion by the federal 
government? 

(5) How progressive or regressive will be the staters tax structure? 
(G) To what extent will the state provide for financial equalization of 
educational opportunity among school districts of the state? 

(7) To what extent does the federal government have the responsibility 
to eliminate educational inequalities among the states? 

(8) What are the financial needs of the publ ic school s and how nearly 
can these needs be met taking into consideration needs for other governmental 
services and the financic^l ability, of the state to provide tfiem? 

(9) Is America willing to take the bold step necessary to make the 
•dream of equal educational opportunity for all truly a reality? (pp, 60-61) 

The authors of the booklet Futu re Directions for School Financing condud 
by saying that "The correct answers must be found by 'we the people'!" Basically, 
I quoted those questions to indicate the depth and breadth of the problems for 
which solutions are being continually sought but only superficially found and also 
to note as did the directors of f.'EFP that the people must provide the answers. 

As indicated earlier, the source of revenue for education is the people 
whether v/e tax them as individuals, in groups, or the corporations they form; 
whether they are taxed on property they own, goods they buy, income they make, 
services they render, gadgets they build, minerals they mine, or numbers of 
students they send through the system. This being the case it seems that a 
very simple solution to an extremely complex problem would be to involve them 
in making the determination* 

I recognize that 1n our country basic involvement of the people is 
accomplished through representative government where people are represented by 
those whom they elect. This is a convenient way to do business, but it all too 
often lets people off the hook and those who having voted disengage themselves 
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from active participation and shrink from acceptance of responsibility. They 
would by and large prefer to remain in the background assuming no responsibility; 
those who are a bit more active prefer to **hold their elected and appointed 
officials 'accountable'." Rut the means of success of any accountability program ' 
is understanding the concept and basic to this concept is that "accountability^ 
begins at the top." In our country, in our form of government, the people are at 
the top. 

Now lost I be misunderstood, I want to properly fix responsibility upon 
the educators, also. People are reluctant to become involved in the schools 
because th^^y have felt unv/anted by educators who "run" the schools. I believe 
it is the responsibility of the educators to develop the mechanisms whereby the 
people can become heavily involved in the schools. The natural link between the 
school and the home is the child; the natural link between tlie school and the 
people who do not have children is service. What we have to do in my opinion is 
to point the way and provide the procedures whereby people can come to feel that 
the schools belong to them, that the school is an institution whose function and 
destiny they can help shape, that the school is a public institution for whose 
success they liave a major responsibility. 

Educators must also do their level best to provide the kinds of 
services needed by tlie people-~not just those who come there daily because laws 
compel them to do so but also all tliose who have need that the schools can serve. 
There are soiiio strange phenomenon at work in the world today. Intricate 
communication and transportation networks have brought the people of the world 
closer together^ yet we have pulled apart in our beliefs, our faith, our value 
systems, and our ability to work together. At a time when it is essential tiiat 
the home and school be drawn together in mutual support we find ourselves at odds 
with the public. When there is a necessity of accountab'! 1 ity through identification 
with programs, agencies are being proliferated bringing about overlapping and 
duplication and an inability to fix responsibility. The very things we are 
atteaipting to clarify are being muddled and being made more obscure. 

Schools today are wrestling with problems that have not been anticipated, 
problems for which administrators have not been especially prepared, and for which 
we are forced to admit there are no ready solutions. One thing looms apparent: we 
must develop better dialogue and a new partnership with the people in our school 
communities. 

Well, what is the purpose of all this? Simply that the people--not just 
Q a selected few, but all of them--are the benefactors of the schools in whose hands 
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the necessary resources are hold. If we are going to tap that resource so that 
education serves its most useful purpose v/e have to engage the people in such a- 
v/ay as they feel responsible for tlie schools and are willing to pay for thenu 
1','hilo it is true that many are receiving services for which they do not pay 
adequately, it is also true that many are paying for services far beyond that 
which thoy are receiving. The people hold the resources and only they can permit 
their resources to be tajjped eittier by taxation or voluntarily. I have a feeling 
that there is more rosourco available to be given voluntarily than we will ever 
be able to extract through taxation if we but had the key to open the doors of 
the schools to the people and the hearts of the people to their schools. 

As a postlude to what 1 have just said, not as philosophically but in 
keeping with the spirit of it, I bel ieve that there are many industries and businesses 
who would finance vocational and technical programs if they could be certain they 
could find among tlie class members those who were capable of doing the work those 
businesses and industries havG to do. In Taiwan, I understand, prospective cinployers 
paj' a two per cent em[)loyee salary tax for the purpose of financing vocational 
education. If we could expand that notion to career education in our own schools 
we indeed would tap a groat resourece. 

Now, one last point before I close. I have been discussing to some 
extent with a member of the Mouse Appi^opria tions Committee the notion of using 
federal dollars as incentives to get states to equalize their own education finance 
programs and also the ability to utilize federal dollars which flow into states as 
a resource to those states to be used in equalizing education programs. I have 
every reason to believe that Congress would seriously consider both issues if 
they really had any idea that states would handle their own problems. 

1 have already indicated that my own state has historically been an 
equalization state. By using liEFP criteria Utah's school finance program is 
rated as nui-iber one following Hawaii, in terms of equalization. But we have only 
pat^tially equalized. Yes we have a fair foundation program although there 
isn^t enough money in it. VJe have a leeway program in which by balloting the 
people of a district may increase their prografn by 10 inills. The state guarantees 
that at a very minimu;n level of $4 per weiglited pupil per mill. 1/e also have a 
state guaranteed school building program--again on a very minimal 1 evel ---which 
leads us toward equalization. This past legislative session we introduced an 
equalization program for school transportation including some funds for field trips 
and interschol astic activities but it was defeated. I believe by trying again it 
will succeed, 
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My point is that Congress is unlikely to send federal dollars to states 
for equalization if states do not make the effort to equalize. Utah equalizes 
its basic instructional progrcun but it must do likewise with its leeway program, 
its transportation program and its capital outlay program before it can expect 
the disequal izing effect of federal dollars to cease. 

It is my sincere hope that those who are expert in school finance and 
those who are expert in school-conimunity and interpersonal relations will combine 
their efforts to find ways to adequately finance public education in the country. 
The resources are available, the needs are apparent, the challenge is tremendous. 

Thank you. 
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